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General American Transportation Corporation
Lease Financing Dated as of December 15, 1980
14-1/4% Conditional Sale Indebtedness due July 8, 2001
[CS&M Ref.: 1629-035]

o

N Dear Sirs:

Pursuant to 49 U.S.C. § 11303(a), I enclose here-
with on behalf of General American Transportation Corporation
for filing and recordatlon counterparts of the following
documents:

| i J.
/

Sl

/fyk /&¢tvw&“ (1) (a) Conditional Sale Agreement dated as of
December 15, 1980, between Security Pacific Equipment
Leasing, Inc., as Vendee, and General American Trans-
portation Corporation, as Builder, Vendor; and

- ‘;7 ~ (b) Agreement and Assignment dated as of
- December 15, 1980, between General American Transporta-
tion Corporation, as Builder, and Mercantile=-Safe
Deposit and Trust Company, as Agent, Assignee. : B
‘ e (2) (a) Lease of Railroad Equipment dated as T

December 15, 1980, between General American Trans~
portation Corporation, as Lessee, and Securltyﬂﬁaciﬁhc

Equipment Leasing, Inc., as Lessor; and I =
b gl — - .
- ‘ (b) Assignment of Lease and Agreement dateéﬂas&bf

December 15, 1980, between Security Pacific Equlbment




Leasing,'Inc‘} as Vendee, Lessor, and Mercantile-Safe
Deposit and Trust Company, as. Agent, Vendor.

‘The names and addresses of the partles to the
aforementioned Agreements are as follows:

(1) Agent—Vendor—Assignee:

Mercantile~Safe Deposit and Trust Company
Two Hopkins Plaza _
Baltimore, Maryland 21201

(2) Vendee-Lessor:

Security Pacific Equipment Leasing, Inc.
One Embarcadero Center (Suite 710)
San Francisco, California 94111

- (3) Builder-Vendor:

General American Transportatlon Corporatlon
120 South Riverside Plaza
Chicago, Illinois 60606

(4) Lessee:

General American Transportatidn Corporation
120 South Riverside Plaza
Chicago, Illinois 60606

Please file and record the documents referred to
in this letter and cross-index them under the names of the
Agent-Vendor-Assignee, the Vendee-Lessor, the Builder-Vendor
and the Lessee.

The equipment covered by. the aforementioned docu-
ments appears on Exhibit A attached hereto.

There is also enclosed a check for $100 payable to
the Interstate Commerce Commission, representing the fee for
recording the Conditional Sale Agreement and related Agreement -
and Assignment {together constituting one document) and the
Lease of Railroad Equipment, and related assignment of Lease
and Agreement (together constituting one document).

Please stamp all-counterparts of the enclosed docu-
ments with your official recording stamp. - You will wish to



retain one copy of the instruments for your files. It is
requested that the remaining counterparts be delivered to

the bearer of this letter.

« ark M. Bava . ‘
- As Agent for General American
Transportation Corporation

Interstate Commerce Commission,
Washington, D. C. 20423

Attentlon of Ms. Agatha L. Mergenov1ch,
- Secretary. »

Encls.

21



Buterstate Commeree {@mumiﬂﬁ(ngt’? 1/12/81

OFFICE OF THE SECRETARY
Mnrk H¢ Bava

Gravnth.ﬂwaina & mm'a
One Chans Mhnhattan Plaaa
New York. N.Y. wma

- Dear gir: _

The enclosed documentfs) was recodﬁed pursuant to the provi-

sions of Section 11303 of the Inter :te Commerce Act,49 U.S.C;

11303, on 4/492/81 at 3:30pm

recordation number (s). 12758 ,12 755g ;1275593,12753~C

i .. Sincerely yours,

é 7 X P LgerarEE AD

Agatha L. Mergerovich
- .. Becretary

, and éssigned re-

Enclosure (s)

SE-30
(7/79)
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LEASE OF RAILROAD EQUIPMENT
Dated as of December 15, 1980
Between
GENERAL AMERICAN TRANSPCRTATION CORPORATION
and

SECURITY PACIFIC EQUIPMENT LEASING, INC.

The rights and interests of the Lessor under this Lease are
subject to a security interest in favor of Mercantile-Safe
Deposit and Trust Company as Agent for certain institutional
investors. The original of this Lease has been stamped
"Original” and is held by said Agent.
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LEASE OF RAILROAD EQUIPMENT dated as of
December 15, 1980, between GENERAL AMERICAN
TRANSPORTATION CORPORATION, a New York
corporation (hereinafter called the Lessee),
and SECURITY PACIFIC EQUIPMENT LEASING,
INC., a Delaware corporation (hereinafter
called the Lessor).

The Lessor is entering into a Conditional Sale
Agreement dated as of the date hereof with General American
Transportation Corporation, a New York corporation (herein-
after in such capacity called the Builder) (hereinafter
called the CSA), wherein the Builder has agreed to manufac-
ture, sell and deliver to the Lessor the units of railroad
equipment described in Schedule A hereto (herelnafter
called the Equipment).

Mercantile-Safe Deposit and Trust Company (the
Assignee or the Vendor) is acting as agent for New York
Life Insurance Company (the Original Investor and, together
with its assigns, the Investors) pursuant to the Participa-
tion Agreement dated as of the date hereof (the Participa-
tion Agreement), among the Assignee, the Lessor, the Lessee
and the Original Investor.

'The Lessee desires to lease such number of units
of the Equipment as are delivered and accepted and settled
for under the CSA (hereinafter called the Units) at the
rentals and for the terms and upon the conditions herein-
after provided.

The Lessor will assign this Lease for security
to the Vendor pursuant to an Assignment of Lease and Agree-
ment (hereinafter called the Lease Assignment) and the
Lessee will consent to the Lease Assignment pursuant to
the Consent and Agreement (hereinafter called the Consent).

NOW, THEREFORE, in consideration of the premises
and of the rentals to be paid and the covenants hereinafter
mentioned to be kept and performed by the Lessee, the
Lessor hereby leases the Units to the Lessee upon the
following terms and conditions:

§ 1. Net Lease., This Lease is a net lease, and
the Lessee shall not be entitled to any abatement of rent,
reduction thereof or setoff against rent, including, but
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not limited to, abatements, reductions or setoffs due or
alleged to be due by reason of any past, present or future
claims of the Lessee agaﬂnst the Lessor under this Lease or
under the CSA, or agalnsﬂ the |Builder or the Vendor or
otherwise; nor, except as otherwise expressly prov1ded
~herein, shall this Lease %ermlnate, or the respectlve
obligations of the Lessor; or the Lessee be lotherwise
affected, by reason of any defect in the tﬂtle, condition,
design, operation, or fltness for use of any Unit, any
defect in or damage to or; loss of possession or loss of

use or destruction of all§or any of the Units from what-
soever cause, any liens, encumbrances or rights of others
with respect to any of the UanS, the prohlbltlon of or
other restriction against|the Lessee's use of all or any of
the Units, the interference with ‘such use by any person or
entity, the invalidity or?unenforceablllty or lack of due
authorization of this Lease, ahv 1nsolvency of or any
bankruptcy, reorqanlzatlon or similar proceeding against the
Lessee, or for any other cause| whether sxmllar or dissimilar
to the foregoing, any present or future law' to the contrary
notwithstanding, it being ithe }ntentlon of the parties
hereto that the rents andhother amounts payable by the
Lessee hereunder shall continue to be payable in all events
in the manner and at the tlmes]hereln provided unless the
obligation to pay the same shall be terminated pursuant to
the express provisions of%thls Lease., To the extent per-
mitted by applicable law, ithe Lessee hereby}waives any and
all rights which it may now have or which at any time
hereafter may be conferrediupoq it, by statute or otherwise,
to terminate, cancel, quit! or surrender the lease of any of
the Units except in accordance with the express terms
hereof. Each rental or other payment made by the Lessee
hereunder shall be final, dnd the Lessee shall not seek to
recover all or any part ofﬁsuch payment from the Lessor or
any assignee of the Lessor)pursuant to § 12 of this Lease

1

.for any reason whatsoever. !

s \
¥ |

§ 2. Delivery and Acceptance of Units. The
Lessor hereby appoints the: Lessee (and any employee thereof
designated by the Lessee) 1ts agent for inspection and
acceptance of the Units pursuant to the CSA.| The Lessor
will cause each Unit to befdellvered to the Lessee at the
point or points within the Unlted States of America at
which such Unit is dellvered to|the Lessor under the CSA.
Upon such .delivery, the Lessee will cause an‘employee of
the Lessee to inspect the same, and if such Unlt is found
to be acceptable, to accept dellvery of such| Unlt, and the
Lessee shall execute and dellver to the Lessor a certifi-

|

!
|

(ng)
|
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cate of acceptance (hereinafter called the Certificate of
Acceptance), in accordance with the provisions of Article 3
of the CSA, stating that such Unit has been inspected and
accepted on behalf of the Lessee and the Lessor on the date
of such Certificate of Acceptance and is marked in accor-
dance with § 5 hereof, whereupon, except as provided in the
next sentence hereof, such Unit shall be deemed to have
been delivered toc and accepted by the Lessee and shall be
subject thereafter to all the terms and conditions of this
Lease. The delivery, inspection and acceptance hereunder

of any unit of Equipment excluded from the CSA pursuant to

the first paragraph of Article 4 thereof shall ‘be null and
void and ineffective to subject such unit to this Lease.
The inspection and acceptance by the Lessee of any Unit
shall not in any way release any rights which the Lessee
may have against the Builder thereof under any warranty
relating to such Unit.

- § 3. Rentals. The Lessee agrees to pay to the
Lessor, as rental for each Unit, one interim and 44 con-
secutive semiannual payments in arrears. The interim
payment is payable on July 8, 1981 (such date being here-
inafter called the Basic Rent Commencement Date). The 44
semiannual payments are payable on January 8 and July 8 of
each year, commencing on January 8, 1982, to and including
January 8, 2003 (each of such 44 consecutive dates being
sometimes called a Rental Payment Date). The interim
rental payable on the Basic Rent Commencement Date for each
Unit shall be in an amount equal to the product of (a) the
number of calendar days elapsed from and including the
Closing Date (as defined in the CSA) for such Unit to, but
not including, the Basic Rent Commencement Date,. times
{b) .0395833% of the CSA Indebtedness (as defined in the

. C8A) of such Unit. The 44 semiannual rental payments shall

each be in an amount equal to the Semi-Annual Lease Factor .
{as hereinafter defined) of the CSa-lndebtedpess¥of each ¥ Puccn asn
Unit then subject to this Lease. As used,herein, the term P,l?'cf— ¥¥ 1o
"Semi-Annual Lease Factor" means 5.0369¥3% or such per- ,”‘fﬂh P
centage as it may be adjusted pursuant hereto. The Lessee “! "
acknowledges that the semiannual rentals, Casualty Values

and Termination Values (both as defined in § 7 hereof) have

been computed without taking into account Transaction

Expenses in excess of 2% of the Purchase Price (as defined

in Article 4 of the CSA) of the Equipment subject to this

Lease or any Equipment Deficiency (as defined in the third

paragraph of Paragraph 11 of the Participation Agreement).

At such time when the Transaction Expenses exceed 2% of

such Purchase Price, the Lessee will enter into an amendment

to this Lease pursuant to the second paragraph of Para-

L-3
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graph 11 to the Participation| Agreement. In the event
there is an Equipment Def1c1e1cy, the Lessee will enter
into an amendment to thls Lease pursuant to the third
paragraph of Paragraph 11 of the Part1c1pat10n Agreement.
Notwithstanding anythlngfto the contrary set forth herein,
the rentals, the Casualty Values and the Termlnatlon
Values shall at all tlmes be suff1c1ent to<satlsfy the
obligations of the Lessor under the CSA. i

If any of the rental payment dates referred to
above is not a business day the semiannual! rental payment
otherwise® payable on such date shall be payable on the next
preceding business day wrthout adjustment for interest on
such payment for the 1nterven1ng period. The term "busi-
ness day" as used herelnfmeans a calendar day, excluding
- Saturdays, Sundays and any other day on whlch banking
institutions in Baltlmore, Maryland, San Franc1sco, Cali-
fornia, Chicago, IllanIS, or |\New York, New York, are autho-
rized or obllgated to remain closed.

The Lessor 1rrevocably instructs the Lessee to
make all the payments proylded for in thlsLLease, includ-
ing, but not limited to, ithe payments provided for in this
§ 3 and in § 7 hereof, ag the pr1nc1pal office of the
Vendor, for the account of the Lessor in care of the
Vendor, with 1nstruct10nsbto the Vendor f1rst, to apply
such payments to satisfy fhe obllgat1ons of the Lessor
under the CSA, and second, so |long as no eyent of default
or event which with the lapse of time and/or demand pro-
vided for in the CSA could constitute an event of default
under the CSA shall have pccuﬁred and be continuing, to pay
any balance promptly to the Lﬂssor at such |jplace as the
Lessor shall specify in wFiting, provided Qhat any indem-
nity payable to the Lessor pursuant to § 6ﬂ 9 or 17 hereof
shall be paid by wire transfer by the Lessee directly to
the Lessor. B

; 1

All payments per1ded for in th1s Lease shall be
made, not later than 1:00 p.m., Baltimore time, on the date
such payment is due, in such cpln or currenby of the United
States of America as at the tlme of payment«shall be legal
tender for the payment ofj publlc and prlvate debts.

All amounts earned in respect of the Units
(including, without l1m1tat1onL mileage charges) during the
term of this Lease shall belong to the Lessee and, if
received by the Lessor, shall be promptly turned over to
the Lessee so long as no Event of Default e%ists hereunder.

§ 4, Term of Lease. The term of: this Lease as
to each Unit shall begin on the date of delivery and

i L-4




acceptance of such Unit hereunder and, subject to the
provisions of §§ 7, 10 and 13 hereof, shall terminate on
the date on which the final payment of rent in respect
thereof is due pursuant to § 3 hereof. The obligations of
the Lessee hereunder (including, but not limited to, the
obligations under §§ 6, 7, 9, 14 and 17 hereof) shall
survive the expiration of the term of this Lease.

Notwithstanding anything to the contrary con-
tained herein, all rights and obligations of the Lessee
under this .Lease and in and to the Units are subject to the
rights of the Vendor under the CSA. If an event of default
should occur under the CSA, the Vendor may terminate
this Lease, all as provided therein in Article 15 and 16 of
the CSA; provided, -however, that, so long as (i) no Event
of Default exists hereunder, (ii) the Lessee is complying
with the provisions of the Consent and (iii) the Vendor is
entitled to apply the Payments (as defined in the Lease
Assignment) in accordance with the Lease Assignment, this
Lease may not be terminated and the Lessee shall be entitled
to the rights of possession, use and assignment under § 12
hereof.

§ 5. Identification Marks. The Lessee will

‘cause each Unit to be kept numbered with the road number

set forth in Schedule A hereto, or in the case of any

Tnit not there listed, such road number as shall be set
forth in any amendment or supplement hereto extending this
Lease to cover such Unit, and will keep and maintain,
plainly, distinctly, permanently and conspicuously marked
on each side of each Unit, in letters not less than one-
half inch in height, the words "Ownership Subject to a
Security Agreement Filed with the Interstate Commerce
Commission" or other appropriate words designated by the
Vendor, with appropriate changes thereof and additions
thereto as from time to time may be required by law in
order to protect the Lessor's and Vendor's title to and.
interest in such Unit and the rights of the Lessor under
this Lease and of the rights of the Vendor under the CSA.
The Lessee will not place any such Unit in operation or
exercise any control or dominion over the same until such
words shall have been so marked and will replace promptly
any such markings which may be removed, obliterated,
defaced or destroyed. The Lessee will not change the

road number of any Unit unless and until (i) a statement
of new number or numbers to be substituted therefor shall
have been filed with the Vendor and the Lessor and duly
filed, recorded and deposited by the Lessee and all public
offices where this Lease and the CSA shall have been filed,
recorded and deposited and (ii) the Lessee shall have fur-
nished the Vendor and the Lessor an opinion of counsel to
such effect. '



The Units may be lettered, "General American
Transportation Corporatlon“ "Union Refrigerator Transit
Lines", "GATX, "ATLX", “HFPX" "SWTX", "TCX" "MHLX",
"GDCX", "GAOX", "LAPX" "GARX", "SRLX" "URTX" "KGNX",
"GACX" ’ LU IMFX“ ' "GPBX" ’ "GPEX" ' "GAEX" ’ "UOCX" "ASHX" ’
"PVRX" R “TPBX" ’ "GASX" ’ "GUEX" ’ "AROX" ’ IchRxll ’ n DOWX" '
"GGPX", "DRGW", or in some other appropriate manner for
convenience of identification |of the leasehold interest of
the Lessee therein, and may allso be lettered, in case of a
sublease of any equipment: madj pursuant to  § 12 hereof, in

such manner as may be approprlate for convenience of
identification of the subleasehold interest therein; but
the Lessee, during the contlndance of this |Lease provided
for herein, will not allow thel name of anylperson, firm,
association or corporatlon to be placed on jany of the Units
as a designation which mlght be interpreted as a claim of
ownership thereof by the Lesse% or by any person, firm,

assoc1at10n or corporatlop other than the Hessor.

§ 6. Taxes. A;l payments to be;made by the
Lessee hereunder will be free pf expense to the Lessor for
collection or other charges and will be free of expense to
the Lessor with respect to the| amount of any local, state,
Federal or foreign taxes (other than any United States
Federal income tax payable by the Lessor 1n consequence
of the receipt of payments provided for here1n and other
than the aggregate of all&state or local tages measured by
net income based on such recelpts, except any such tax
which is in substitution for or relieves the Lessee from
the payment of taxes whlcp it would otherwise be obligated
to pay or reimburse as herein provided) or llcense fees,
assessments, charges, flnes or| -penalties (all such expenses,
taxes, license fees, assessments, charges, fines and
penalties being hereinafter called impositions) hereafter
levied or imposed upon or| in connection with or measured by
this Lease or any sale, rental, use, payment, shipment,
delivery or transfer of title under the terms hereof or the
Csa, all of which 1mp031t10ns the Lessee assumes and agrees
to pay before they becomedelinquent in addlition to the .
payments to be made by it! provﬁded for herein. The Lessee
will also pay before theyibecome dellnquent‘all impositions
which may be imposed upon%any Un1t or for the use or
operatlon thereof (except;as prov1ded above) or upon the
earnings arising therefrom (extept as prov1ded above) or
upon the Lessor solely by'reason of its ownershlp thereof
and will keep at all tlmes all| and every part of such Unit
free and clear of all impdsitions which mlght in any way
affect the title of the Lessor{or result inja lien upon any
such Unit; provided, however, that the Lessee shall not be
under any obligation to pay any 1mp051t10ns$of any kind so

*
3
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long as it is contesting in good faith and by appropriate
legal or administrative proceedings such impositions and
the nonpayment thereof does not, in the reasonable opinion
of the Lessor, adversely affect the title, property or ,
rights of the Lessor hereunder or the Vendor under the CSA.
The Lessee agrees to give the Lessor notice of such contest
within 30 days after institution thereof, and the Lessor
agrees to provide such information as may be reasonably
requested by the Lessee in furtherance of such contest. If
any impositions shall have been charged or levied against
the Lessor directly and paid by the Lessor, the Lessee
shall reimburse the Lessor on presentation of an invoice
therefor; provided, however, that the Lessor shall have
given the Lessee written notice of such imposition prlor

to such payment.

In the event that the Lessor shall become obli-
gated to make any payment pursuant to Article 6 of the CSA
to the Builder or the Vendor or otherwise pursuant to any
correlative provision of the CSA not covered by the fore-
going paragraph of this § 6, the Lessee shall pay such
additional amounts (which shall also be deemed impositions
hereunder) to the Lessor as (1) will enable the Lessor to
fulfill completely its obligations pursuant to said pro-
vision and (2) will enable the Lessor to pay any and all
Federal and state income taxes payable as a result of the
Lessor's receipt of all such amounts.

In the event any reports with regard to imposi-
tions are required to be made, the Lessee will, where
permitted so to do under appllcable rules or regulations,
make and timely file such reports in such manner as to show
the interest of the Lessor and the Vendor as shall be
reasonably satisfactory to the Lessor and the Vendor or,
where not so permitted, will notify the Lessor and the
Vendor of such requirement and will prepare and deliver
such reports to the Lessor and the Vendor within a reason-
able time prior to the time such reports are to be filed in
such manner as shall be satisfactory to the Lessor and the
Vendor.

In the event that, during the continuance of this
Lease, the Lessee becomes liable for the payment or reim-
bursement of any imposition, pursuant to this § 6, such
liability shall continue, notwithstanding the expiration of
this Lease, until all such impositions are paid or reim-
bursed by the Lessee.

To the extent the Lessee may be prohlblted by law
from performing in its own name the duties requ1red by this

L-7



§ 6, the Lessor hereby authorlzes the Lessee to act in the
Lessor's own name but with counsel satlsfactory to the
Lessor and on the Lessor!s behalf to perform such duties;
provided, however, that the Lessee shall 1ndemn1fy and hold
the Lessor harmless from:and agalnst any and all claims,
costs, expenses, damages, losses and 11ab111t1es incurred
in connection therewith as a result of, or:1nc1dent to, any
action by the Lessee pursuant to this authorization.

The Lessee shall, whenever reasonably requested
by the Lessor, submit tofthe Lessor copies' of returns,
statements, reports, billings| and remittances, or furnish
other evidence satisfactory to the Lessor of the Lessee's
performance of its dutles under this § 6. | The Lessee shall
also furnish promptly upon request such data as the Lessor
may reasonably require to permlt the Lessor's compliance
w1th the requ1rements ofgtax1ng jurlsdlctlons.

§ 7. Malntenance; Casualty Occurrences;
Insurance; Termination. ’The Lessee shall, at its own cost
and expense, maintain and service each unit of Equipment
and comply with a preventlve maintenance schedule consis-
tent with the Builder's prevehtlve maintenance schedules
and in accordance with normal 1ndustry standards, will
conform to any conditon set forth in the Bu1lder s warranties
with respect to each Unit of Equipment duriing the terms of
such warranties, and which willl include test1ng, repair and
overhaul of each unit of%Equlpment so that each unit of
Equipment will remain (a) 1n‘as good operatlng condition as
when delivered (ordinary, wear and tear excepted), (b) in’
compliance with any and all applicable laws and regulations,

and (c) desirable to and suitlable for 1mmed1ate purchase or
lease and use by a Class I lrne-haul rallroad (not then or
prospectively a debtor 1n any insolvency or reorganization
proceedings) in the event of [resale or re-lease upon an
Event of. Default hereunder. |

|
t
|

In the event that any Unit shall be or become
worn out, lost, stolen, destroyed or 1rreparably damaged,
from any cause whatsoeve;, or taken or requ151t10ned by
condemnation or otherwise resulting in loss of possession
by the Lessee for a perlod of 90 consecutive days, except
requisition for use by Uhe Unlted States Government (such
occurrences being herelnafter called Casualty Occurrences),
prior to the return of such Unit in the manner set forth in
§ 14 hereof, the Lessee ishall promptly and fully notify the
Lessor and the Vendor with respect thereto. On the Rental
Payment Date next succeeding [such notice the Lessee shall
pay to the Lessor in addition to the rental payment due and
payable on such date angamount equal to the Casualty Value
(as hereinafter definedﬁ of such Unit as of the date of

¥ - |
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such payment in accordance with the schedule referred to
below. Upon the making of such payment by the Lessee in
respect of any Unit, the rental for such Unit shall cease
to accrue, the term of this Lease as to such Unit shall
terminate and (except in the case of the loss, theft or
complete destruction of such Unit) the Lessor shall be
entitled to recover possession of such Unit. The Lessor
hereby appoints the Lessee its agent to dispose of any Unit
suffering a Casualty Occurrence or any component thereof,
at the best price obtainable under the circumstances on an
"as is, where is" basis. Provided that the Lessee has
previously paid the Casualty Value to the Lessor, the
Lessee shall be entitled to the proceeds of such sale
(after deduction of all selling costs). :

The Casualty Value of each Unit as of the payment
date on which payment is to be made as aforesaid shall be
an amount equal to that percentage of the Purchase Price of
such Unit as is set forth in the schedule in Table 1 of
Schedule B hereto opposite such date under the caption
"Casualty Value Percentage". :

Whenever any Unit shall suffer a Casualty Occur-
rence after termination of this Lease and before such Unit
shall have been returned in the manner provided in § 14
hereof, the Lessee shall promptly and fully notify the
Lessor with respect thereto and pay to the Lessor an amount
equal to the Casualty Value of such Unit, which shall be an
amount equal to 26.29890% of the Purchase Price of such:
Unit in the case of the original term of this Lease. .In
the event that the Lessee exercises its option to extend
the original term of this Lease as provided in § 13 hereof
for a first extended term the Lessee will pay the Lessor an
amount equal to the Casualty Value of such Unit, which
shall be an amount equal to 20.00% of the Purchase Price of
such Unit and if the Lessee shall extend the Lease for a
second extended term, the Lessee and Lessor hereby agree to
establish Casualty Values, at such time, for such extended
term of this Lease. Upon the making of any such payment by
the Lessee in respect of any Unit (except in the case of.
the loss, theft or complete destruction of such Unit), the
Lessor shall be entitled to recover possession of such
Unit. The Lessor hereby appoints the Lessee its agent to
dispose of any Unit suffering a Casualty Occurrence or any
component thereof, at the best price obtainable under the
circumstances on an "as is, where is" basis. Provided that
the Lessee has previously paid the Casualty Value to the
Lessor, the Lessee shall be entitled to the proceeds of
such sale (after deduction of all selling costs).

- L-9
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In the event of the requisition!for use by the
United States Government! (hereinafter called the Govern-
ment) of any Unit during| the term of this |[Lease or any
renewal thereof all of the Lessee's obllgatlons under this
Lease with respect to such Unit shall contlnue to the same
extent as if such requlsltloﬂ had not occurred, except that
if such Unit is returned by the Government at any time
after the end of the term of [this Lease or any renewal
thereof, the Lessee shall be obligated t0|return such Unit
to the Lessor pursuant to § 11 or 14 hereof, as the case
may be, promptly upon su%h return by the Government rather
than at the end of the term of this Lease jor any renewal
-thereof, but the Lessee shall in all other respects comply
with the provisions of sa1d § 11 or § 14, las the case may
-be, with respect to such#Unlt. All payments received by
the Lessor or the Lessee| from the Government for the use of
such Unit during the term of |this Lease or any renewal
thereof shall be paid over to, or retalned by, the Lessee
provided no Event of Default (or other event which after
notice or lapse of time or both would become an Event
of Default) shall have o%curqed and be contlnulng, and all
payments received by the| Lessor or the Lessee from the
Government for the use of such Unit after ithe term of this
Lease or any renewal the%eof, shall be pagd over to, or
retained by, the Lessor. : i

Except as hereinabove in this §f7 provided, the
Lessee shall not be released from its obligations hereunder
in the event of, and shail bear the risk of, any Casualty
Occurrence to any Unit from and after dellvery and accep-
tance thereof by the Lessee hereunder.

The Lessee w11ﬂ, at' all times pfior to the return
of the Units to the Lessor, dt its own expense, cause to be
carried and maintained (a) pﬂoperty 1nsurance in respect of
the Units at the time subjec hereto; and |(ii) public
liability insurance w1th£resgect to th1rd‘party personal
and property damage. The Lessee will contlnue to carry
such insurance against such qlsks, in such amounts, with
such deductibles and/or self ~insurance, not less compre-
hensive in amounts and agalnst risks customarlly insured
against by the Lessee 1n respect of similar equipment owned
or leased by it, but in no ewent shall such coverage be for
amounts or against rlsksiless than the prudent industry
standard. 1In no event w1ll ﬂlablllty coverage for the
Lessor be less than $50,000,000 and up to 1$5,000,000 in
deductibles thereon willj be permitted. Tﬂe proceeds of any
property insurance shall}be payable to the Vendor and the
Lessee, as their interests m&y appear, so [long as the
indebtedness, if any, evhdenced by the CSA shall not have

’
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been paid in full, and thereafter to the Lessor and the
Lessee as their interests may appear. Any policies of
insurance carried in accordance with this paragraph shall
(i) require 30 days' prior notice of cancelation or material
change in coverage to the Lessor and the Vendor and (ii)
name the Lessor and the Vendor as additional named insureds
or loss payees, as their respective interests may appear,
and, in the event such policies shall contain breach of
warranty provisions, such policies shall provide that in
respect of the interests of the Lessor and the Vendor in
such policies the insurance shall not be invalidated by any
action or inaction of the Lessee or any other person (other
than the Lessor and the Vendor) and shall insure the Lessor
and the Vendor regardless of any breach or violation of any
warranty, declaration or condition contained in such
policies by the Lessee or by any other person (other than
the Lessor and the Vendor). Prior to the first date of
delivery of any Unit pursuant to the CSA, and thereafter
not less than 15 days prior to the expiration dates of the
expiring policies theretofore delivered pursuant to this §
7, the Lessee shall deliver to the Lessor and the Vendor
evidence satisfactory to them of the insurance requ1red to
be maintained pursuant to this § 7.

: In the event of failure on the part of the Lessee
to provide and furnish any of the aforesaid insurance, the
Lessor or the Vendor, upon notice to the Lessee, may, but

shall not be obligated to, procure such insurance and the

Lessee shall, upon demand, reimburse the Lessor and the
Vendor for all expenditures made by the Lessor or the
Vendor for such insurance, together with interest thereon
computed at the rate set forth in § 16 in respect of over-
due rentals from the date of the Vendor's or the Lessor's
payment until reimbursed by the Lessee.

If the Lessor shall receive any insurance pro-
ceeds from insurance maintained by the Lessee pursuant
hereto or condemnation payments in respect of a Unit suf-
fering a Casualty Occurrence, the Lessor shall, if no Event
of Default and no event has occurred which with the passing
of time or the giving of notice would be an Event of
Default and subject to the Lessee having made payment of
the Casualty Value in respect of such Unit, pay such
proceeds or condemnation payments up to the amount of the
Casualty Value paid to the Lessee. All insurance proceeds

. received by the Lessor in respect of any Unit not suffering

a Casualty Occurrence shall be paid to the Lessee upon
proof satisfactory to the Lessor and the Vendor that any
damage to such Unit in respect of which such proceeds were
paid has been fully repaired.
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In the event that the Lessee shall, in its rea-
sonable and good faith judgment, determinethat any Group
of Units (such Groups be1ng deflned by "Type" as set forth
in Schedule A to this Lease) have become economlcally
obsolete in the Lessee's Fus1ness {such Group of Units
hereinafter called the Termination Group), ‘the Lessee shall
have the right, at its option |and on at least 180 days'
prior written notice to the Lessor, to termlnate (herein-
after called a Termlnatlon) thlis Lease as to all (but not
less than all) of the Unlts in such Termination Group
(provided, however, that such determination by the Lessee
must be with respect of all but not less than all Units
with the same Builder's Spec1f1catlons as set forth in
Annex B to the CSA) as of, any succeedlng rental payment
date spec1f1ed in such not1ce (the termlnatlon date speci-
fied in such notice belnggherelnafter called the Termina-
tion Date); provided, however,\that (i) no Termlnatlon Date
shall be earlier than July 8, 1988 (ii) on the Termination
Date, no Event of Default [or other event whlch with the
lapse of time or notice or both would become an Event of
Default shall have occurred and be contlnulng, (iii) on the
Termination Date each Unit in such Term1natlon Group shall
be in the same condition as 1f(be1nq redellvered pursuant
to § 14 hereof, (iv) on the Termlnatlon Date the Lessor
chall have paid to the Venhor the Casualty Value (as
defined in the third paragraphlof Article 7 jof the CSA) of
the Units in the Termlnatlon G‘oup in accordance with the
second paragraph of Artlcle 7 of the CSA and (v) on the
"Termination Date the Lessee sh&ll deliver to ‘the Lessor and
the Vendor a certificate signed| by the President of the
Lessee stating that (a) the Termlnatlon Group then subject
to termination has become econom1ca11y obsolete in the
Lessee's business and (b) the Lessee has, toj the extent
permitted thereunder, termlnated other leases of equipment
employed for similar functions (herelnafter called Similar
Equipment) which was placed in service prior to the date
the Items in such Group then subject to termination were
placed in service. The phrase "economically obsolete" as
used in the first sentence !of this paragraph{does not mean
that the Lessee, at the t1me of |termination, is able to
purchase, lease or otherwise obta1n the use of Similar
Equipment at a cost less than that for the Termlnatlon
Group under this Lease.

l
{
i
i

If the Lessee shall give notice of |its election
to. terminate under the precedlnd paragraph, the Lessor may,
by written notice to the Lessee given within |30 days after
the termination notice is glven to the Lessor, elect to
retain the Units in the Termlnatlon Group for its own
account or for sale, in whlch case on the Termlnatlon Date
| |
}
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the Lessor shall pay to the Vendor a sum sufficient to pay

- the Casualty Value (as-defined in the CSA) of the Units in

the Termination Group in accordance with Article 7 of the
CSA; provided, however, that the Lessor may not make such
election unless it can demonstrate, to the satisfaction of
the Lessee and the Vendor within said 30-day notice period,
that it has made firm arrangements with a creditworthy
entity to cause the Casualty Value (as defined in the CSA)
of the Units in the Termination Group to be paid to the
Vendor on the Termination Date, Lessee shall be notified
of the Vendor's satisfaction with such firm arrangements.
In the event the Lessor shall so elect to retain such
Units, the Lessee shall deliver such Units to the Lessor in
accordance with the provisions of § 14 of this Lease.

If the Lessor shall not make the election
described in the preceding paragraph, during the period
from the 90th day of the giving of the notice by the 4
Lessee until the 35th business day preceding the Termina-
tion Date, the Lessee shall use its best efforts to obtain
bids for the purchase of all Units in the Termination Group
then subject to this Lease, and the Lessee shall at least
35 business days prior to the Termination Date certify to
the Lessor the amount of each such bid and the name and
address of the party submitting such bid (which shall not

"be the Lessee or a person affiliated with the Lessee or any

party from whom the Lessee or any such affiliate intends
thereafter to lease such Units). Unless the Lessee shall
have directed that all such bids be reijected, on the 30th
business day preceding the Termination Date the Lessor
shall agree to sell all the Units in the Termination Group
for cash, payable on such Termination Date, to the bidder
which shall have submitted the highest bid prior to the
30th business day preceding the Termination Date. The net

. sales proceeds realized, after payments to the Vendor as

provided below, shall be retained by the Lessor. On the
Termination Date (a) the Lessee shall pay to the Lessor  the
excess, 1f any, of the Termination Value (as hereinafter
defined) for such Units over the net sales proceeds of such
Units, after the deduction of all expenses incurred in
connection with such sale, and (b) the Lessor shall pay to
the Vendor the Casualty Value (as defined in the CSA) of
the Units in the Termination Group in accordance with
Article 7 of the CSA. If the Lessee shall have directed
that all bids be rejected or no sale shall occur pursuant
to this paragraph, this Lease shall continue in full force
and effect without change.

The Termination Value of each Unit in the Ter-
mination Group as of the Termination Date shall be that
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percentage of the Purchasle Price of such Unit as is set
forth under the caption "Fermﬂnatlon Value Percentage in
Schedule B, Table 1 hereto opposite such date, but in no
event shall such amount be le%s than the Casualty Value (as
defined in Article 7 of the CSA) of each such Unit, as of
such date. [ 1
Upon the satlsfactlon of the condutlons set forth
in the second proviso to the tenth paragraph of this § 7,
the obllgatlon of the Lessee to pay rent pursuant to § 3
hereof in respect of such&Unlt‘on each rental payment date
subsequent to the Termination Date shall then terminate.
The Lessor shall be underino duty to s011c1t bids, to
inquire into the efforts of the Lessee to obtain bids or
otherwise to take any actlon or incur any cost or expense in
connection with any sale other than to transfer or to cause
to be transferred all of the Lessor s rlghtl title and
interest in and to each’ Unlt 1n the Termination Group to
the purchaser named in the hlghest bid cert1f1ed by the
Lessee to the Lessor as above prov1ded Any such sale shall
be free and clear of all of the Lessee's rights to such
Unit, but otherwise shall be made without warranties other
than against the Lessor's %cts. |

!

§ 8. Reports. On or[before April 30 in each
year, commencing with the calenpar year 1982, the Lessee
will furnish to the Lessoraand Fhe Vendor an accurate
statement (a) setting forth as at the precedlng December 31
the amount, description and numbers of all Unlts then
leased hereunder and covered by| the C8Aa, the amount,
description and numbers of lall Unlts that have suffered a
Casualty Occurrence durlngithe precedlng calendar year or
are then undergoing repairs (other than runnlng repairs) or
then withdrawn from use pendlng such repairs| (other than
running repairs) and such other information regardlng the
condition and state of repalr of the Units as the Lessor or
the Vendor may reasonably request and (b) statlng that, in
the case of all Units repainted |or repaired durlng the
period covered by such statement, the numbers and markings
required by § 5 hereof and by the CSA have been preserved
or replaced. The Lessor and the Vendor or 1ts designee, at
its sole cost and expense, shalﬂ ‘have the r1qht by its
agents, but not the obllgatlon, to inspect the Units and
the Lessee's records with respect thereto at !such reason-
able times as the Lessor may request durlng the continuance
of this Lease. ! |

! |

§ 9. Dlsclalmer of Warranties; Compliance with
Laws, Rules and Regulations; Indemnification;! Regulatory
Reports. THE LESSOR MAKES. NO WARRANTY OR REPBESENTATION,
EITHER EXPRESS OR IMPLIED, AS TO|THE DESIGN OR CONDITION OF,

|
| |
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OR AS TO THE QUALITY OF THE MATERIAL, EQUIPMENT OR WORKMAN-
SHIP IN, THE UNITS DELIVERED TO THE LESSEE HEREUNDER, AND
THE LESSOR MAKES NO WARRANTY OF MERCHANTABILITY OR FITNESS
OF THE UNITS FOR ANY PARTICULAR PURPOSE OR AS TO TITLE TO
THE UNITS OR ANY COMPONENT THERECOF, OR ANY OTHER REPRESENTA-

TION OR WARRANTY, EXPRESS OR IMPLIED, WITH RESPECT TO ANY UNIT,

EITHER UPON DELIVERY THEREOF TO THE LESSEE OR OTHERWISE, it
being agreed that all such risks, as between the Lessor and
the Lessee, are to be borne by the Lessee; but the Lessor
hereby irrevocably appoints and constitutes the Lessee its
agent and attorney-in-fact during the term of this Lease

. to assert, with counsel satisfactory to the Lessor, and

enforce from time to time, in the name of and for the
account of the Lessor and/or the Lessee, as their interests
may appear, at the Lessee's sole cost and expense, whatever
claims and rights the Lessor may have against the Builder
under the provisions of Items 3 and 4 of Annex A of the
Csa; provided, however, that if at any time an Event of
Default shall have occurred and be continuing, the Lessor
may assert and enforce, at the Lessee's sole cost and
expense, such claims and rights. The Lessor shall have

no responsibility or liability to the Lessee or any other
person with respect to any of the following: (i) any
liability, loss or damage caused or alleged toc be caused
directly or indirectly by any Units or by any inadequacy
thereof or deficiency or defect therein or by any other
circumstances in connection therewith; (ii) the use, opera-
tion or performance of any Units or any risks relating
thereto; (iii) any interruption of service, loss of busi-
ness or anticipated profits or consequential damages; or
(iv) the delivery, operation, servicing, maintenance,
repair, improvement or replacement of any Units. The
Lessee's delivery of a Certificate of Acceptance shall

be conclusive evidence as between the Lessee and the Lessor
that the Units described therein are in all the foregoing
respects satisfactory to the Lessee, and the Lessee will
not assert any claim of any nature whatsoever against the
Lessor based on any of the foregoing matters.

\ The Lessee égrees, for the benefit of the Lessor

and the Vendor, to comply in all respects (including
without limitation, with respect to the use, maintenance
and operation of each Unit) with all applicable laws of the
jurisdictions in which its operations involving the Units
may extend, with the interchange rules of the Association
of American Railroads and with all lawful rules and regula-
tions of the Department of Transportation, the Interstate
Commerce Commission and any other legislative, executive,
administrative or judicial body exercising any power or
jurisdiction over the Units, to the extent that such laws
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and rules affect the t1t1e, operatlon or use of the Units,
and in the event that, prior to the explratlon of this
Lease or any renewal hereof, such laws or rules require any
alteration, replacement, addltlon or mod1f1catlon of or to
any part on any Unit, the Lessee will conform therewith at
its own expense, and titlle to |any additions or improvements
so made shall thereupon vest fn the Lessori provided,
however, that the Lessee may at its own expense upon
written notice thereof to) the |Lessor and the Vendor, in
good faith, contest the vhlldlty or appllcatlon of any such
law or rule in any reasonable;manner which |ldoes not, in the
opinion of the Lessor or the VFndor, adversely affect the
property or rights of thefLessor or the Veddor under this
Lease or under the CSA. The Lessee, at its own cost and
expense, may furnish additions|, modifications and improve-
ments to the Units duringithe term of this Lease provided
that such additions, modifications and imprbvements are
readily removable without|causing material damage to the
Units. The additions, modlflcatlons and improvements made
by the Lessee under the preced}ng sentence shall be owned
by the Lessee, and shall be removed by the Lessee, at its
expense, upon Or prior to%return of any Unit to the Lessor
pursuant to § 11 or § 14 hereof, unless thelLessor other-
wise agrees. The Lessorx agrees that it w1ll include in its
. gross income an amount equal to the fair market value of
~any 1mprovement or addltlon to|a Unit made by the Lessee
which is not readily removable |[from such Unlt without
causing material damage to, such Unit. |

The Lessee agreeg to jindemnify, protect and hold
harmless the Lessor and the Vendor from and [against all
losses, damages, 1njur1es,k11ab111t1es (1ncﬂud1ng, without
limitation, strict 11ab111ty in| tort and product liability),
claims and demands whatsoever, regardless of the cause
thereof, and expenses in connection therewith; including,
but not limited to, counsel fees and expenses, patent
liabilities, penalties andtlnterest, arising| out of or as
the result of (i) the enterlng into or the performance
of, or the occurrence of al default, an event| of default
or an Event of Default under, the Part1c1pat10n Agreement, -
the CSA or this Lease, (11) the|ownership of\any Unit,
(iii) the ordering, acqu1s1t10n, use, operation, condition,
purchase, delivery, rejectlon, leasing, manufacturing,
storage or return of any Un1t, (iv) any accident in con-
nection with the operatlon, usel condltlon, posse551on,
storage or return of any Unit resulting in damage to prop-
erty or 1njury or death tolany person, except as otherwise
provided in § 14 of this Lelase, |or (v) the transfer of
title to the Equipment by dpe Vendor pursuant to any pro-
vision of the CSA. The 1ndemn1t1es arising under this

¥
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paragraph shall continue in full force and effect notwith-
standing the full payment of all obligations under this
Lease or the expiration or termination of the term of this
Lease.

The indemnities contained in this § 9 shall not
extend to any loss, damage, injury, liability, claim,
demand, cost, charge, or expense (a) incurred by any
indemnified party which is caused by the wilful misconduct
of such indemnified party, (b) incurred by the Lessor which
is caused by the gross negligence of such indemnified
party, (c) incurred by the Vendor which is caused by the
gross negligence of such indemnified party, (d) incurred by
any indemnified party resulting from acts or events with
respect to any Unit which commence after such Unit has been
returned to the Lessor in accordance with § 14 hereof, (e)
incurred by any indemnified party which results from any
lien, charge, security interest or other encumbrance which
the Lessee is not required by § 12 hereof to pay or dis-
charge, or (f) incurred by any indemnified party which is
otherwise expressly stated in § 6 or § 17 or in any of the
other documents related to the transactions contemplated
hereby to be borne by such indemnified party.

The Lessee will prepare and deliver to the Lessor
and the Vendor within a reasonable time prior to the
required date of filing (or, to the extent permissible,
file on behalf of the Lessor) any and all reports (other
than tax returns except as required by the provisions of
§ 6 hereof) to be filed by the Lessor with any Federal,
state or other regulatory authority by reason of the owner-
ship by the Lessor or the Vendor of the Units or the leas-
ing thereof to the Lessee.

§ 10. Default. If, during the continuance of
this Lease, one or more of the following events (each such
event being herein sometlmes called an Event of Default)
shall occur:

(A) default shall be made in payment of any
amount provided for in §§ 3, 7 or 13 hereof, and such
default shall continue for 5 business days;

(B) the Lessee shall make or permit any unautho-
rized assignment or transfer of this Lease, or any
interest herein, or of the right to posse531on of the
Units, or any thereof; : :
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(C) default shall be made in the observance or
performance of any other |of the covenants, conditions
and agreements on tﬁe part of the Lessee contained
herein or in the Part1c1pat10n Agreement or in the
Consent, and such default shall contlnue for 25 days
after written notice from the Lessor or the Vendor to
the Lessee spec1fy1ng the default and demand1nq that
the same be remediedj;

(D) any represe%tation or warranty made by the
Lessee herein or in the Participation Agreement or in
any certificate or statement furnished to the Lessor,
Vendor or Original Investor pursuant to or in connec-
“tion with any such agreements proves untrue in any
material respect as of the date of 1ssuance or making
thereof' or |

(E) a petition for reorganization{under Title 11
of the United States Code, as now constltuted or as
-hereafter amended, shall be filed by or against the
Lessee or any proceedlngs shall be commenced by or
against the Lessee for any relief whlch includes, or
might result in, any! modlflcatlon of the obligations
of the Lessee under thls Lease, the Part1c1patlon
Agreement or the Consent, under any bankruptcy or
insolvency laws, or laws relating to the relief of
debtors, readjustmenis of |indebtedness, reorganiza-
tions, arrangements, comp051tlons or extens1ons (other

" than a law which does} not permit any readjustments of
such obligations) andu unless such proceedings shall
have been dismissed, nulllfled, stayed jor otherwise
rendered ineffective |(but |then only so 'long as such
stay shall continue in foqce or such ineffectiveness
shall continue), all the obligations of the Lessee
under this Lease, thejPartjicipation Agreement and the
Consent shall not have been and shall not continue to
have been duly assumed in wr1t1ng, pursuant to a court
order or decree, by a«trustee or truste@s or receiver
or receivers app01nted in such proceedings in such
manner that such obllgatlons shall have| the same status
as obllgatlons 1ncurred by| such a trustee or trustees
or receiver or recelvers, w1th1n 60 days after such
proceedings shall have been commenced; |

then, in any such case, thé Lessor, at its obtion, may:
l
(a) proceed by approprlate court actlon or
"actions either at law lor 1n equity, to enforce per-
formance by the Lessee of the appllcablé covenants of
this Lease or to recover damages for the breach
thereof; or E |

i !
!
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(b) by notice in writing to the Lessee terminate
this Lease, whereupon all rights of the Lessee to the
use of the Units shall absolutely cease and terminate
as though this Lease had never been made, but the
Lessee shall remain liable as herein and in the CSA
provided; and thereupon the Lessor may by its agents
enter upon the premises of the Lessee or other
premises where any of the Units may be and take
possession of all or any of such Units and thenceforth
hold, possess, sell, operate, lease to others and
enjoy the same free from any right of the Lessee, or
its successors, assigns or sublessees, to use the
Units for any purposes whatever and without any duty
to account to the Lessee for such action or inaction
or for any proceeds arising therefrom; but the Lessor
shall, never;heless, have a right to recover from the
Lessee any and all amounts which under the terms of
this Lease may be then due or which may have accrued
to the date of such termination (computing the rental
for any number of days less than a full rental period
by multiplying the rental for such full rental period

by a fraction of which the numerator is such number

of days and the denominator is the total number of
days in such full rental period) and also to recover
forthwith from the Lessee as damages for loss of a
bargain and not as a penalty, whichever of the follow-
ing amounts the Lessor, in its sole discretion, shall
specify: (x) a sum, with respect to each Unit, equal
to the excess of the present value, at the time of
such termination, of the entire unpaid balance of all
rentals for such Unit which would otherwise have
accrued hereunder from the date of such termination

to the end of the term of this Lease as to such Unit
over the then present value of the rentals which the
Lessor reasonably estimates to be obtainable for the
Unit during such period, such present value to be
computed in each case on the basis of a 6% per annum
discount, compounded semiannually from the respective
dates upon which rentals would have been payable
hereunder had this Lease not been terminated or (y) an
amount equal to the excess, if any, of the Casualty
Value as of the rental payment date on or next preced-
ing the date of termination over the amount the Lessor
reasonably estimates to be the sales value of such
Unit at such time; provided, however, that in the
event the Lessor shall have sold any Unit, the Lessor,
in lieu of collecting any amounts payable to the
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Lessor by the Lesseegpursuant to the preceding clauses
(x) and (y) of this part |(b) with respect to such
Unit, may, if it shail so elect, demand that the
Lessee pay the Lessor and the Lessee shall pay to the
Lessor on the date of such sale, as 11qu1dated damages
for loss of a bargaln and not as a peﬂalty, an amount

equal to the excess,ilf any, of the Cadsualty Value for

such Unit, as of the'renthl payment date on or next
preceding the date of termlnatlon over,the net pro-
ceeds of such sale. |In agdltlon, Lessee shall pay to
Lessor any damages and expenses, other| than for a
failure to pay rental, including reasonable attorneys'
fees, which the Lessor shall have sustalned by reason
of the breach of anyﬁcovehant or covenants of this _
- Lease other than forkthe payment of rental. Any sale
in a commercially reasonable manner of, any Unit of
the Equipment shall conc1u51vely establlsh the sales
value of such Unit. g 1
}
In addition, the Lessee shall be liable, exeept as other-
wise provided above, for any and all unpald\amounts due
hereunder before, during or after the exercise of any of
the foregoing remedies and for |all reasonable attorneys'"
fees and disbursements and other costs and expenses
incurred by reason of the’occurrence of any [Event of
Default or the exercise of the |Lessor's remedles with
-respect thereto,- including; all |costs and expenses incurred
in connection with the return of any Unit. (It is under-
stood, however, that if the Lesisor shall termlnate this
Lease pursuant to clause (b) of| this § 10, the unpaid
amounts due hereunder after such termlnatlon for which
the Lessee shall remain 11able pursuant to whe next pre-
ceding sentence shall not pe deemed to include any rentals
described in the first paragraph of § 3 herebf other than
those described in clause (b) of this § 10. 3
The remedies in thls Pease prov1de% in favor of
the Lessor shall not be deemed exclusive, but shall be
cumulative and may be exercised concurrently‘or consecu-
tively, and shall be in addltlon to all other remedies in
its favor existing at law or 1n\equ1ty. The! Lessee hereby
waives any mandatory requlrements of law, now or hereafter
in effect, which might limit or modlfy the remedles herein
prov1ded ‘to the extent that such waiver is not, at the
time in question, orohlblted by|law. The Lessee hereby
waives any and all ex1st1ng or future claims!to any offset
against the rental payments due hereunder, and agrees to

| ’ |
LE—ZO |

|
I
]
|
t

i
|
!

I W

K %




E A

make such payments regardless of any offset or claim which
may be asserted by the Lessee or on its behalf.

The failure of the Lessor to exercise the rights
granted it hereunder upon the occurrence of any of the
contingencies set forth herein shall not constitute a
waiver of any such right upon the continuation or recur-
rence of any such contingencies or similar contingencies.

The Lessee covenants to furnish the Vendee and
the Vendor, promptly upon any responsible officer becoming
aware of any condition which constituted or constitutes an
Event of Default under this Lease or which, after notice or
lapse of time, or both, would constitute such an Event of
Default, written notice specifying such condition and the
nature and status thereof and indicating the intention or
expectation of the Lessee as to the disposition thereof.
For the purposes of this paragraph, a "responsible officer"
shall mean, with respect to the subject matter of any
covenant, agreement or obligation of the Lessee in this
Lease contained, any corporate officer of the Lessee who,
in the normal performance of his operational responsibi-
lities, would have knowledge of such matter and the requ1re—
ments of this Lease with respect thereto.

§ 11. Return of Units upon Default. If this
Lease shall terminate pursuant to § 10 hereof, the Lessee
shall forthwith deliver possession of the Units to the
Lessor. Each Unit so delivered shall be in the same
operating order, repair and condition as when originally
delivered to the Lessee, ordinary wear and tear excepted,
and meet the standards then in effect of the Interchange
Rules of the Association of American Railroads and/or the
applicable rules of any governmental agency or other
organization with jurisdiction. For the purpose of
delivering possession of any Unit or Units to the Lessor as
above required, the Lessee shall at its own cost, expense
and risk:

(a) forthwith and in the usual manner (including,
but not by way of limitation, giving prompt tele-
graphic and written notice to the Association of
American Railroads and all railroads to which any Unit
or Units have been interchanged to return the Unit or
Units so interchanged) place such Units upon such
storage tracks of the Lessee or any of its affiliates
or, at the expense of the Lessee, on any other storage
tracks, as the Lessor may reasonably designate;

(b) permit the Lessor to store such Units on such
tracks at the risk of the Lessee without charge for
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insurance, rent or storage until such Un1ts have been
sold, leased or otherwise disposed of by the Lessor;
and ,

-{(c) transport the same to any place on any lines
of rallroad or to any connectlng carrier for shipment ©
all as directed by the Lessor. |

The assembling, dellvery,tstorage, 1nsurance and transport-
ing of the Units as herelnbefore provided shall be at the
expense and risk of the Lessee and are of the essence of
this Lease, and upon appllcatlon to any court of equity
having jurisdiction in the premlses the Lessor shall be
entitled to a decree agalnst the Lessee requiring . specific
deliver, .store and transp%rt the Units. During any storage
perlod the Lessee will, at 1ts own cost and expense,
1nsure, maintain and keep Ehe Equlpment in good order and
repair and will permit the,Lessor or any person designated
by it, including the authorized representative or repre-~
'sentatives of any prospectiive purchaser or ﬂessee of any
such Unit, to inspect the same. All amounts earned in
respect of the Units after,the date of termination of this
Lease shall belong to the Lessor and, if rece1ved by the
Lessee, shall be promptly turned over to thelLessor. In
the event any Unit is not assembled delivered and stored,
as hereinabove provided, w1th1n 60 days after such termin-
ation, the Lessee shall, 1n addltlon, pay totthe Lessor for
each day thereafter an amount equal to the amount, if any,
by which .027983% of the: Purchase Price of such Unit for
each such day exceeds the actual earnings recelved by the
Lessor on such Unit for each such day.

Without in any way 11m1t1ng the obligation of
the Lessee under the fore901ng prov151ons of |this § 11, the
Lessee hereby irrevocably app01nts the Lessor as the agent
and attorney of the Lessee' with full power and authority,
at any time while the Lessee is |obligated toldeliver
posse531on of any Unit to the Lessor, to demand and take
possession of such Unit in ithe name and on behalf of the
Lessee from whomsoever shall be |in possess1on of such Unit
at the time. ,

§ 12. Assignment; iPossession and Use, Liens.
This Lease shall be assignable in whole or ln part by the
Lessor without the consent of the Lessee, but, the Lessee
shall be under no obllgatlon to Eny assignee of the Lessor
except upon written notice of sth a551gnment from the
Lessor. All the rights of the Lessor hereunder (including,
but not limited to, the rlghts under §s 6, 7, i9 and 10 and
the rights to receive the rentals payable under this Lease)

| |
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shall inure to the benefit of the Lessor's assigns includ-
ing the Vendor, except as may be limited in any assignment
thereof.

So long as (i) no Event of Default or event of
default exists hereunder or under the CSA, (ii) the Lessee
shall have fully complied with the provisions of this § 12,
(iii) the Lessee is complying with the Consent, and (iv)
the Vendor is entitled to apply the Payments (as defined in
Paragraph 1 of the Lease Assignment) in accordance with the
Lease Assignment, the Lessee and any of its Affiliates (as
hereinafter defined) shall be entitled to the possession
and use of the Units in accordance with the terms of this
Lease. The Lessee shall also be entitled as long as it
shall not then be in default under this Lease, to sublease
the Units to, or to permit their use under the terms of car
contracts by, (i) a railroad company or companies incor-
porated in the United States of America {(or any State
thereof or the District of Columbia) or Canada (or any
Province thereof), upon lines of railroad owned or operated
by such railroad company or companies incorporated in the
United States of America (or any State thereof or the

District of Columbia) or Canada (or any Province thereof),

or over which such railroad company or companies have
trackage rights or rights for operatlon of -their tralns,
and upon connecting -and other carriers in the usual
interchange of traffic in the continental United States or
(ii) to responsible companies other than railroad companies
for use in their business, in either case only upon and
subject to all the terms and conditions of this Lease;
provided, however, that if the Lessee subleases or permits
the use of any Unit in Canada or Mexico the Lessee shall,
except as otherwise provided in § 15 hereof, first have

(a) taken all necessary action to protect the right, title
and interest of the Lessor and the Vendor in this Lease and
in the Units to be so subleased or used and (b) furnished
the Lessor and the Vendor with an opinion of Canadian or
Mexican counsel, as the case may be, satisfactory to the
Lessor and the Vendor to the effect that such action is all
that is necessary to protect the right, title and interest
of the Lessor and the Vendor in such Units; provided,
further, that no Unit shall be used predominantly outside
the United States of America within the meaning of Section
48(a) of the Internal Revenue Code of 1954, as amended to
the date hereof, nor shall the Lessee sublease any Unit to,
or permit its use by, any person in whose hands such Unit
would not qualify as "section 38" property within the
meaning of such Code. '

Any such sublease may provide that the sublessee,
so long as it shall not be in default under such sublease,
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shall be entitled to the possession of the Un1ts subject to
such sublease and the use thereof and may,-sub]ect to § 5
hereof, mark the Units subject| to such sublease for conven-
ience of identification of thel leasehold of such sublessee
therein; provided, however, thlat every sucH sublease shall
expressly subject the rlghts of the sublessee under such

sublease to the rights and reﬂedles of the Vendor under

 the CSA and the Lessor under this Lease in respect of the

Units covered by such sublease upon the occurrence of an
event of default thereunder or, an Event of Default here-
under; provided, further,! that every sublease shall provide
that upon notice from the Vendor to any sublessee that an
Event of Default (or other event which, 'w1th the lapse of

Eonstltute an Event of Default)
shall have occurred and be contlnulng under this Lease,
such sublessee shall pay i{all rental payments under such
sublease thereafter fallrng due to the Vendor. No such
sublease shall relieve the Lessee of its obllgatlons
hereunder which shall beﬁand remain those of a principal
and not a surety. I i

\ . |

Except as otherwise |[provided in this § 12, the
Lessee will not assign or transfer its leasehold 1nterest
hereunder, or transfer or sublet any of the Units without
the prior written consent of the Lessor and the Vendor.
The Lessee shall not, without |the prior wrltten consent of
the Lessor and the Vendor, part with the possession or
control of, or suffer or  allow to pass outiof its posses-
sion or control, any of the Units, except to the extent
permitted by the prov151dns of this § 12. ;

Nothing in thls § 12 shall be deemed to restrict
the right of the Lessee to a551gn or transfer its leasehold
interest under this Lease in the Units or possession of
the Units to any solvent corporation (whlch shall have
expressly assumed the obllgatlons of the Lessee hereunder,
under the Consent and under the Part1c1patlon Agreement by
an. appropriate 1nstrument in wrltlng) incorporated under
the laws of any state of ! the United Statesfof America or
the District of Columbia;into|or with whlch the Lessee
shall have become merged or consolidated or which shall
have acquired the property of| the Lessee as an entlrety or
substantially as an entlrety, provided that such assignee
or transferee will not, upon the effectlveness of such
merger, consolidation orfacqu151t10n be 1n~default under
any provision of this Le?se. ;

|
For the purpose of this § 12, “&ffiliate" shall
mean any corporation wh1ch directly or iqdirectly, con-
g ,
|
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trols or is controlled by, or is under common control with,
the Lessee. For the purposes of this definition, "control
{including controlled by and under common control with)",
as used with respect to any corporation, shall mean the
possession, directly or indirectly, of the power to direct
or cause the direction of the management and policies of
such corporation, whether through the ownership of voting
securities or by contract or otherwise.

The Lessee, at its own expense, will as soon as
possible cause to be duly discharged any lien, charge,
security interest or other encumbrance (except any sublease
or car contract as aforesaid and other than an encumbrance
resulting from claims against the Lessor or the Vendor not
related to the ownership or leasing of, or the security
interest of the Vendor in, the Units) which may at any time
be imposed on or with respect to any Unit including any
accession thereto or the interest of the Lessor, the Vendor
or the Lessee therein. '

§ 13. Renewal Option; Right of First Refusal.
Provided that this Lease has not been earlier terminated
and the Lessee is not in default hereunder, the Lessee may,
by written notice delivered to the Lessor not less than 180
days prior to the end of the original term of this Lease,
elect to extend such original term of this Lease in respect
of any Group of Units {(as defined in § 7 of this Lease) .
then subject to this Lease for an additional three-year
period commencing on the scheduled expiration of such
original term of this Lease. The rental payable with
respect to the extended term shall be equal to 50% of the
rentals payable after the Basic Rent Commencement Date
during the original term of this Lease. Rentals with
respect to the extended term shall be payable, in arrears,
in semiannual payments on the days of the months on which
such rentals were payable for the Units in each year of the
original term of this Lease.

Provided that this Lease has not been earlier
terminated and the Lease is not in default hereunder, the
Lessee may extend such renewal term by written notice
delivered to the Lessor not less than 180 days prior to
the end of such renewal term of this Lease, elect to extend
such renewal term of this Lease in respect of any Group
of Units then subject to this Lease for an additional
renewal term commencing on the scheduled expiration of
such renewal term of this Lease. The rental payable
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with respect to the second renewal term shall be a "Fair
Market Rental”. Rentals w1thirespect to the second renewal
term shall be payable, in arrears, in semiannual payments
on the days of the months on which such rentals were
payable for the Units 1n5each year of the quglnal term.
b !

"Fair Market Rental' shall be determined on the
basis of, and shall be equal in amount to, the rental which
would obtain in an arm's- length transaction between an
informed and willing lessee (other than a lessee currently
in possession) and an informed and willing': 'lessor under no
compulsion to lease and, jin such determlnatlon, costs of
removal from the location! of current use shall not be a
deduction from such renta&. If, after 40 days from the
giving of notice by the Lessee of the Lessee s election to
extend the term of this Lease, the Lessor and the Lessee
are unable to agree upon E determination of the Fair Market
Rental of the Units, such| rentlal shall be determlned in

accordance with this appraisall procedure, the parties shall

consult for the purpose of appointing a quallfled 1ndepen—
.dent appraiser by mutual agreement. If no 'such appraiser
is so appointed within 20?bus1ness days after such notice
is given, each party shali appoint an 1ndependent appraiser
within 25 business days after such notice is given, and the
' two appraisers so app01nted shall within 35 business days
after such notice is glven appoint a third 1ndependent
appraiser. If no such thlrd appralser is app01nted within
35 business days after such notice is given, either party
may apply, to make such app01ntment, to the American
Arbitration Association, and both partles shall be bound by
any appointment so made. |Any appralser or appraisers
appointed pursuant to the;fore901ng procedure shall be
instructed to determine the Faar Market Rental of the Units
subject to the proposed egtended term within 30 days after
his or their appointment.| If the parties shall have
appointed a single appralser or if either party shall have
failed to appoint an appralserL the determlnatlon of Fair
Market . Rental of the s1ngle appralser app01nted shall be
final. If three appralsers shall be appointed, the deter-
mination of the appraiser| whlch differs most from the other
two appraisers shall be excluded, the remaining two deter-
minations shall be averaged and such latter| average shall
be final and binding  uponjthe partles hereto as the Fair
Market Rental. The appraisal proceedlngs shall be con-
ducted in accordance with|the Commercial Arhltratlon Rules

‘
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of the American Arbitration Association as in effect on the
date hereof, except as modified hereby. The provision for
this appraisal procedure shall be the exclusive means of

.determining Fair Market Rental and shall be in lieu of any

judicial or other procedure for the determination thereof,
and each party hereto hereby consents and agrees not to
assert any judicial or other procedures. The expenses

of the appraisal procedure shall be borne equally by the
Lessee and the Lessor.

Provided that this Lease has not been earlier
terminated and the Lessee is not in default hereunder, .in
the event the Lessor elects to sell any Group of Units to
third parties within one year of the expiration of the

original or any extended term of this Lease, the Lessee
- shall be given written notice of such intention. .In the

event that the Lessor shall receive, within such one-~year
period after the end of such original or extended term of
the Lease, a bona fide offer in writing from another
party unrelated to the Lessee to purchase any Group

. of Units and the Lessor elects to sell any Group of Units

pursuant to such offer at the expiration of such original
or extended term of this Lease, the Lessor shall give
written notice to the Lessee of such offer. Such notice

shall include the price and the terms and conditions of

payment offered by the other party in writing to the
Lessor. The Lessee shall have the sole right and option to
purchase any Group of Units for cash at the price at which
the Group of Units are proposed to be sold or under the
other terms and conditions of payment offered by the other
party, as hereinafter provided. Within 10 business days

of receipt of notice from the Lessor, the Lessee shall
exercise such purchase right by delivery to the Lessor

of a written notice specifying a date of purchase, which
date shall not be later than the later of (i) 15 days after
the date of delivery of such notice by the Lessee to the
Lessor, or (ii) one year after the expiration of such
original or extended term of this Lease. In the event that
the Lessee shall have delivered a notice of its election to
purchase any Group of Units, this Lease (including the
obligation to pay rent) shall be further extended upon the
same terms and conditions set forth herein from the date
such notice is delivered to the Lessor until the date of
such purchase.

§ 14. Return of Units upon Expiration of Term.
As soon as practicable but not longer than 60 days after a
Termination or the expiration of the original or the
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extended term of this Lease wilth respect to any Unit, the
Lessee will, at its own cost and expense, at the request of
the Lessor, deliver posse531od of each Unit to the Lessor
upon such storage tracks of the Lessee as the Lessee may
designate and permit the Lessor to store such Unit on such
tracks for a period not exceedlng three months and trans-
port the same, at any t1me w1qh1n such three~month period,
to the nearest railroad 1nterconnectlon, aIl as directed by
the Lessor, the movement and sitorage of such Units to be at
the expense and risk of the Lessee. Durln% any such
storage period the Lesseeiw1ll, at its own cost and
expense, insure, maintain; and keep each Un1t in good order
and repair and will permlt the| Lessor or any person desig-
nated by it, including the authorized representatlve or
representatives of any prospective purchaser, lessee or.
user of such Unit, to inspect the same; prov1ded, however,
that the Lessee shall not|be liable, except' in the case of
negligence of the Lessee or ofllts employees or agents,

for any injury to, or the{death of, any person exercis-
ing, either on behalf of the Léssor or any prospective

- purchaser, lessee.or user; the\rlghts of inspection

granted under this sentence. Each Unit returned to the
Lessor pursuant to this st14 shall (i) be in the same
operating order, repair and cohdltlon as when originally
delivered to the Lessee, ordlnary wear and tear excepted,
and (ii) meet the standards 1n\effect upon the expiration
of this Lease under the Interchange Rules of the Associa-
tion of American Rallroads and/or the appllcable rules of
any governmental agency or other organlzatlon with jurisdic-
tion. The assembling, dellvery, storage and transporting
of the Units as herelnbefore prov1ded are of the essence of
this Lease, and upon appllcatlon to any court of equity
having jurisdiction in the premlses, the Lessor shall be
entitled to a decree agalnst the Lessee requiring specific
performance of the covenants of the Lessee so to assemble,
deliver, store and transport the Units. All amounts earned
after the expiration or alTermination of this Lease with
respect to a Unit shall belong|to the Lessor and, if
received by the Lessee, shall be promptly turned over to
the Lessor. In the event jany Unlt is not assembled,
delivered and stored, as herelnabove prov1ded, within 45
days after a Termination, jthe Lessee shall, in addition pay
to the Lessor for each day thereafter an amount equal to
the amount, if any, by whlch .027983% of the Purchase Price
of such Unit for each such day |exceeds the actual earnings
received by the Lessor on |such|Unit for each such day.

B i
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§ 15. Recording. The Lessee, at its own expense,
will cause this Lease, the CSA and each assignment hereof or
thereof to be filed with the Interstate Commerce Commission
pursuant to 49 U.S.C. § 11303, The Lessee will undertake
the filing, registering, deposit, and recording required of
the Lessor under the CSA and will from time to time do and
perform any other act and will execute, acknowledge,
deliver, file, register, record (and will refile, reregis-
ter, deposit and redeposit or rerecord whenever required)
any and all further instruments required by law or reason-
ably requested by the Lessor or the Vendor for the purpose
of proper protection, to their satisfaction, of the
Vendor's and the Lessor's respective interests in the
Units, or for the purpose of carrying out the intention of
this Lease, the CSA and the assignment thereof to the
Vendor; provided, however, that the Lessee shall not be
required to take any such action in respect of any juris-
diction outside the United States of America if (1) such
action is unduly burdensome, (2) after giving effect to the
failure to take such action, the Lessee has taken all
action required by law to protect the title of the Lessor
to and the security interest of the Vendor in Units having
a Fair Value (as hereinafter defined) of not less than 90%
of the aggregate Fair Value of all the Units then subject
to this Lease, and (3) any Unit at any time located in such
jurlsdlctlon shall have been marked w1th the marklngs
specified in § 5 hereof.

For the purpose of this § 15, the "Fair Value" of
any Unit shall be deemed to be the greater of (a) the
actual fair market value thereof and (b) the Purchase Price
thereof (as defined in Article 4 of the CSA) less 1/25th of
such Cost for each full period of one year elapsed between
the date such Unit was first placed in service and the date
as of which Fair Value is to be determined.

The Lessee will promptly furnish to the Vendor
and the Lessor evidence of all such filing, registering,
depositing or recording, and an opinion or opinions of
counsel for the Lessee with respect thereto satisfactory to
the Vendor and the Lessor. This Lease and the CSA shall be
filed with the Interstate Commerce . Commission pursuant to
49 U.S.C. § 11303 prior to the delivery and acceptance '
hereunder of any Unit,

§ 16.  Interest on Overdue Rentals. Anything to
the contrary herein contalned notwithstanding, any nonpay-
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ment of rent due hereunder shall result in khe additional
obligation on the part ofjthe Lessee to»paylalso an amount
equal to the lesser of (1) the| highest rate| permitted by
applicable law or (ii) the rate which is the greater of

(x) 15-1/4% per annum or (y) the rate at the time charged by
Security Pacific National|Bank| plus two percentage points,
for 90-day loans to its most favored customers on the
overdue rentals or other obllgatlons of the) Lessee here-
under for the period of time durlng which they are overdue.

§ 17. Indemnity for| Federal and Other Income
Taxes. (a) In entering 1nto this Lease it, is the inten-
tion of the Lessor and the Lessee that this| Lease will be
recognlzed as a true lease for| Federal, state and local
income tax purposes. The;Lessee hereby represents that,
for the purposes of Federal, state and local income tax,
the Lessor will be entltled to| deductions, credits and
other benefits as are prov1ded by the Internal Revenue
Code of 1954, as amended (herelnafter called the Code),

the Treasury Regulations thereunder, and state and local

taxing statutes to an owner of | property (hereinafter called
the Tax Benefits), 1nc1ud1ng, without 11m1tat10n~

(i) the maximumdeductions for deprec1at10n of
~the Units under section 167 of the Code (hereinafter
. called the ADR Deductlonso computed on]the basis
(A) that the Units w1ll have a deprec1able basis under
section 167(g) of the Code at least equ1valent to the
Purchase Price of the Un1ts, (B) of the double-declin-
ing balance method’ of deprec1at10n author1zed by
section 167(b) (2) of;the Code, sw1tch1ng to the sum of
the years-digits method of deprec1at1on authorized by
section 167(b) (3) of;the Code without the consent of
the Commissioner of Internal Revenue when most bene-
ficial to the Benef1c1aryl (C) of the asset deprecia-
tion range system of Treasury Regulatlon Section
l.167(a)-11, (D) of an asset deprec1at1on period of
12 years prescrlbed 1n the Asset Gu1de11ne Class
No. 00.25 in accordance w1th Section 167(m) of the
Code, (E) of a salvage value of zero after giving
effect to the reductlon allowed by 167(f)(1) of the
Code and (F) ut11121ng the modified half-year conven-
tion as provided in %eg. Sec. 1.167(a). (including 12
months of deprec1at1?n in;1981); i
(11) deductions w1th respect to 1nterest and -
prem1um payable on the CSA Indebtedness (as defined
in the CSA) (herelnafter called the Interest Deduc-
!
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tions) for aﬁy period during which the CSA Indebted-
ness is held by any person other than the Lessor; and

(iii) the credit allowed by section 38 and related
sections of the Code for "new section 38 property"
(hereinafter called the Investment Tax Credit) equal
to 10% of the Purchase Price of Units,

The Lessee agrees that neither it nor any corpo-
ration controlled by it, in control of it, or under common
control with it, directly or indirectly, will at any time
take any action or file any returns or other documents
inconsistent with the foregoing or which would increase the
amount of rentals required to be taken into income by the
Lessor over the amount specified to be payable under this
Lease on the dates due thereunder, except as specifically
provided in this Lease, and that the Lessee will file
such returns, take such actions and execute such documents
as may be reasonable and necessary to facilitate accom-
plishment of the intent hereof. The Lessee agrees to keep
and make available for inspection and copying by the
Lessor such records as will enable the Lessor to determine
the extent to which it is entitled to the benefit of the
ADR Deductions and the Interest Deductions with respect to
the Units. The Lessee agrees to cooperate with the Lessor
in the event that the Lessor seeks to obtain a tax ruling
from the Internal Revenue Service concerning this trans-
action.

The Lessee represents and warrants that (i) at
the time the Lessor becomes the owner of the Units, the
Units will constitute "new section 38 property" within the
meaning of Sections 46 and 48 of the Code, and at the time
. the Lessor becomes the owner of the Units, the Units will
. not have been used by any person so as to preclude "the
original use of such property” within the meaning of
Sections 48(b) and 167(c){2) of the Code from commencing
with the Lessor; (ii) the Lessee will not at any time
during the term of this Lease use or fail to use any Unit
in such a way as to disqualify it as "section 38 property"
within the meaning of Section 48(a) of the Code. The
Lessee agrees to maintain sufficient records to verify use
of the Units in the manner above provided, which records
will be made available for inspection and copying to the
Lessor within 30 days after receipt of a written demand
therefor.
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of the Lessor, maintain the Lessor's net after-tax return
on and rate of recovery of investment and the total cash
flows (computed on the same assumptions as utilized by

the Lessor in originally evaluating this transaction) in
respect of such Unit hereunder and under the Participation
Agreement at the same level that would have been available
if such Loss had not occurred, and the Lessee shall forth-
with pay to the Lessor an amount which (after the deduction
of any additional taxes required to be paid in respect of
the receipt of such amount calculated on the assumption
that such taxes are payvable at the highest then applicable
marginal tax rate) shall be equal to the amount of any
interest or penalty which may be imposed in connection with
such Loss; provided, however, that no such adjustment shall
change the return of the Investor under the Participation
Agreement without the Investor's consent and the Lessor and
Lessee shall have received the opinion of independent tax
counsel that such adjustment is in accordance with IRS
leveraged lease guidelines, said opinion to be provided by
the party requesting the adjustment. In the event that
this Lease is terminated with respect to any Unit prior to
the time the Lessee is obligated to make payments to the
Lessor as set forth in the preceding sentence (either
because no such payment obligation had become fixed under
such sentence prior to such termination or because the due
date of such payment or payments shall occur following

such termination), then the Lessee shall pay to the Lessor,
in lieu of such payment or payments, on or before 30 days
after the liability of the Lessee in respect of such ter-

-mination and hereunder shall become fixed as hereinafter

provided, such lump sum (calculated in the same manner as
set forth in the preceding sentence) as shall be necessary

in the reasonable opinion of the Lessor to .maintain the

Lessor's net after-tax return on and rate of recovery of
investment and the total cash flows (computed on the

same assumptions as utilized by the Lessor in originally
evaluating this transaction) in respect of such Unit here-
under and under the Participation Agreement at the same
level that would have been available if such Loss had not

occurred. In determining the extent to which the Lessor

receives credit for any foreign tax against its Federal
income tax liability, it shall be assumed that credit is
received for all other foreign taxes claimed as credits
for the taxable year in question before credit is received
for any foreign taxes indemnified hereunder which are
claimed as credits for such year.

L-33
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Lessor (herein referred to as Counsel), a bona fide defense
to such claim exists, the Lessor shall, upon request and at
the expense of the Lessee, contest such matter in such

forum as the Lessee, in its sole judgment, shall select.

The Lessor shall not be obligated to take any such legal or
other appropriate action unless it has received an opinion
from Counsel that there is a reasonable basis for contest-
ing such matter and the Lessee shall first have indemnified
the Lessor for all liabilities and expenses which may be
entailed therein and shall have furnished the Lessor with
such reasonable security therefor as may be requested. At
the Lessee's option, the action to be taken can be commenced
prior to making payment of any tax and interest and/or
penalty attributable to such claim (hereinafter called a Tax
Payment) or after making such Tax Payment and then sue for a
refund. If the Lessor takes such action prior to making
such Tax Payment, such sums payable hereunder need not be
paid by the Lessee while such action is pending; provided
that the Lessee shall pay the liabilities and expenses
relating to such action when and as the same shall become
due. In such case, if the Final Determination (as defined
in the next paragraph of this section) shall be adverse to
the Lessor, the sums payable hereunder shall be computed by
the Lessor as of the date of such Final Determination, the
Lessor shall notify the Lessee of such computation and the
Lessee shall commence payment thereof on the rental payment
date hereunder next succeeding such Final Determination and,
on or before such rental payment date, the Lessee shall pay
to the Lessor as an additional payment hereunder an amount
which (after deduction of all taxes required to be paid by
the Lessor on the payment of such sums under the laws of

the United States or any political subdivision thereof or
any foreign taxing authority, in each case calculated on
the assumption that such tax is payable at the highest then
applicable marginal tax rate) shall be equal to all interest
and penalty paid by the Lessor in respect of such Final
Determination, together with interest thereon from the date
such payment .is made by the Lessor to the date the Lessee
reimburses the Lessor thereof at the rate of 14-1/4% per
annum, determined on an actual elapsed day, 365-day year,
basis. If the Lessor makes such Tax Payment prior to
contesting the matter, and then sues for a refund, the

sums payable hereunder shall commence to be payable by

the Lessee on the first rental payment date hereunder after
the Lessor notifies the Lessee that such Tax Payment has
been made and, on or before such rental payment date, the
Lessee shall pay to the Lessor as an additional payment
hereunder an amount which (after deduction of all taxes
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requlred to be paid by the Leslsor on the payment of such
sums under the laws of the United States or any poli-
Atlcal subdivision thereof»or any foreign tax1ng authorlty
in each case calculated on the assumption that such tax is
payable at the highest then agpllcable marglnal tax rate),
shall be equal to all 1nterest and penalty |paid by the
Lessor included in such Tax Payment. If the Lessor sues for
a refund after making such Tar Payment, and if the Final
Determination shall be in favqr of the Lessor, no future
payments shall be due hereunder in respect'of such matter
{or an approprlate reduction shall be made |if the Final
Determination is partly in favor of and partly adverse to
the Lessor). In addition, the Lessee and the Lessor shall
adjust their accounts so;that (a) the Lessor pays to the
Lessee (X) an amount equal to the sums theretofore paid by
the Lessee to the Lessor jin respect of thefTax Payment (or a
proportionate part thereof if (the Final Determination is
partly adverse to the Lessor) on or beforefsuch next
succeeding rental payment date together w1th interest on
the amount of such sums refunded by the United States at
the interest rate currently pald on tax overpayments by the
" United States for the’ perlod such sums were paid to the
Lessor to the date the Lessor]pays to the Lessee an amount
equal to such sums, and (y) the amount of any penalty or
.interest refunded to theELessor as a result of such Final
Determination and any 1nterest paid to the;Lessor by the
Federal Government on such refund, promptly upon receipt
- thereof and (b) the Lessee pays to the Lessor an amount
equal to interest at thejrate of 14-1/4% per annum, deter-
mined on an actual elapsed day, 365-day ye@r basis, on the
amount of the tax refund!made] in respect of the Tax Payment
(excluding any interest or penalty 1ncluded therein) for
the period from the date‘of the original payment of the

Tax Payment by the Lessor to the date such tax refund is
received by the Lessor. ; If a%y such cla1m referred to
above shall be made by the Internal Revenue Service and

the Lessee shall reasonaply have requested the Lessor to
contest such claim as avae grovided and shall have duly
complied with all of the, terms of this § ﬂ7(a), the Lessor
may elect not to contestgany'such claim desplte the request
of the Lessee, made in accordance with the terms of this
paragraph, or to dlsconwlnue]any proceedlngs previously
commenced as a consequence of such request, and thereupon
the Lessee shall be relileved |of all 11ab111ty to indemnify
the Lessor with respect {to the Tax Benefits involved in
respect of such claim. ) o

j |




"Final Determination" for the purpose of the
preceding paragraph, means a final decision of a court of
competent jurisdiction after all allowable appeals have been
exhausted by either party to the action. Neither concession
by the Lessor of any of the aforementioned claims in the
overall settlement of a controversy with the Internal
Revenue Service either at the administrative level or at the
court level nor the failure to recover a refund in whole or
in part with respect to such claims which failure is the
result of a setoff against a claim for refund based upon
such claims where the matters set off do not relate to such
claims will constitute an adverse Final Determination
causing the aforementioned additional payments to accrue to
such Lessor, unless such overall settlement or setoff
of a tax controversy with the Internal Revenue Service is
approved by the Lessee in a separate agreement with the
Lessor and the Lessee. If the Lessee does not request the
Lessor to contest a claim, then the Lessee's liability
hereunder shall become fixed when the Lessee receives
notice of a Loss from the Lessor.

In the event payments shall be due the Lessor
under this § 17, the Casualty Values and the Termination
Values set forth in § 7 hereof shall be adjusted accord-
ingly; provided, however, that no adjustment of such
Casualty Values or Termination Values shall be made that
will result in reducing either such Value below the amount
of the outstanding CSA Indebtedness, in which case payments
-otherwise due under this § 17 shall be adjusted accord-
ingly. :

In addition to the foregoing, if by reason of
any act of commission or omission (including any act
required by the terms hereof), misrepresentation, breach
of any agreement, covenant or warranty contained herein or
in the Participation Agreement, on the part of the Lessee
~or any sublessee of the Lessee, or if by reason of any act
or omission of the Lessor or its agents following the
occurrence and continuation of an Event of Default under
this Lease which constitutes a proper exercise of a remedy
therefor under this Lease, any payments by the Lessee
under this Lease shall be characterized for Federal income
tax purposes of the Lessor as gross income from sources
without the United States and any part of the ADR Deduc-
tions and/or the Interest Deductions of the Lessor is
required to be allocated to such gross income with the
result that there is any taxable period of the Lessor
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negative taxable income from sources w1thout the United
States attributable to the Unlts (herelnafter called For-
eign Source Losses) and: 1f such Foreign Source Losses
result in a reduction of the forelgn tax credlts which
would otherwise be avallable to the Lessor in such taxable
period in the absence of such Forelgn Source Losses, the
Lessee shall pay to the Lessor an amount wh}ch after
deduction of the net amount of {all taxes which would be
required to be paid by the Lessor in respect of the

receipt of such amount under the laws of any Federal,

state or 1local government}or taxing authority in the United
States or in any foreign country which has jurisdiction to
tax the Lessor, shall be equal to the amount of any inter-
est, penalties or addltlons to|tax payable with respect
thereto.

(b) In the event and to the extent that the
cost of any replacement, 1mprovement and/or'addltlon to any
Unit or any expenditure by the |Lessee in respect of any
- Unit or this Lease (herelnafter called Addltlonal Expendi-
tures) made by the Lessee} under and pursuant to the terms
of this Lease or otherw1se, is|{required to be included in
the gross income of the Lessor | for Federal, state or local
income tax purposes at any time prior to the time such Unit
is disposed of in a taxable transaction, then the Lessee
hereby agrees that it will pay‘to the Lessor on each of the
dates provided in this Lease for payment of|the install-
-ments of rental thereunder in respect of such Unit commenc-
ing with the first such. date follow1ng the date on which
such inclusion is requlred, such sums {(on account of taxes
and related interest and penaltles) which (after deduction
of all taxes required to be pald by the Lessor with respect
to the receipt thereof under the laws of the United States
or any political subdivisilon thereof at the! 'highest mar-
ginal corporate rates), when taken together iwith the rental
installments due on such dates hereunder in respect of such
Unit, will, in the reasonable oplnlon of the Lessor,
maintain the Lessor's after—tax return on and rate of
recovery of investment and the |annual net cash flows
(computed on the same assumptlcns as utilized by the Lessor
in originally evaluating this transaction) in respect of
such Unit hereunder and under the Partlclpatlon Agreement
at. the same level that would have been available if the
cost or value of such Additional Expenditures had not been
treated as income to the Lessor. ;
(c) For purposes of |[this § 17, the term "Lessor"

shall include any affiliatled group of which |the Lessor is a
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~member if consolidated, joint, or combined returns are

filed for such affiliated group for Federal, state or local
income tax purposes. For the purposes of this § 17, the

“term "penalty" or "penalties" shall mean only a penalty or

penalties no part of which would have been imposed but for
this Lease,

(d) All payments provided to be made to the
Lessor by the Lessee pursuant to this § 17 shall be made
by wire transfer of immediately available funds to such
bank in the continental United States for the account of
the Lessor as the Lessor from time to time shall have
directed the Lessee in writing.

{e) All the rights and privileges of the Lessor
arising from the indemnities contained in this § 17 shall
survive the expiration or other termination of this Lease
and such indemnities are expressly made for the benefit of
and shall be enforceable by the Lessor, its successors and
assigns.

§ 18. Notices. Any notice required or permitted
to be given by either party hereto to the other shall be
deemed to have been given when mailed, first class, postage
prepaid, addressed as follows:

(a) if to the Lessor, at One Embarcadero Center,
San Francisco, California 94111, Attention of Manager
Leveraged Leasing, with a copy to GATX Leasing
Corporation at such address as it shall have furnlshed
for such purpose;

(b) if to the Lessee, at 120 South Riverside
Plaza, Chicago, Illinois 60606, Attention of Law
Department; :

or addressed to either party at such other address as such
party shall hereafter furnish to the other party in writ-
ing. Copies of each such notice shall be given to the
Vendor at P. O. Box 2258, Two Hopkins Plaza, Baltimore,
Maryland 21203 Attention of Corporate Trust Department or
as the Vendor may otherwise specify.

§ 19. Severability; Effect and Modification

of Lease. Any provision of this Lease which is prohibited

or unenforceable in any jurisdiction, shall be, as to such
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jurisdiction, ineffective] to the extent of'such prohibition
or unenforceablllty w1thout 1nvalldat1ng the remaining
prov151ons hereof, and any such prohlbltlon or unenforce-
ability in any Jurlsdlctlon shall not 1nva11date or render
unenforceable such prov151on in any other ]urlsdlctlon.
l
Except for the Part1c1patlon Agreement and the
exhlblts thereto, this Lease exclus1ve1y and completely
states the rights and obflgatﬂons of the Lessor and the
Lessee with respect to thle 1ea51nq of the Units and super-
sedes all other agreements, oral or wrltten, with respect
thereto. No variation on modification of thls Lease and no
'waiver of any of its prov151ons or condltlons shall be
valid unless in writing and signed by duly'authorized
signatories for the Less%r and the Lessee.l

The Lessee shaﬂl be|liable for a11 reasonable
attorneys' fees and other costs and expenses incurred in
connection with any amendments, supplements and waivers
with respect to this Lease. i -

I

S 20 Executidn. This Lease may be executed in
several counterparts, such counterparts together constitut-
ing but one and the same; 1nstrument, but the counterpart
delivered to the Vendor pursuant to the Lease Assignment
shall be deemed to be the orlglnal, and all other counter-
parts shall be deemed duplicates thereof. : Although for
convenience this Lease i$ dated as of the date first set
forth above, the actual date or dates of execution hereof

by the parties hereto islor are, respectively, the date or

dates stated in the ackn?wledbments heret4 annexed.

| :
§ 21. Law Govérning. The term% of this Lease
and all rights and obligations hereunder shall be governed
by the laws of the Stategof Illinois; prov1ded however,
that the parties shall be entlitled to all rights conferred
by 49 U.S.C. § 11303 and other appllcable'Federal statutes,
rules and regulations, such additional rlghts arising out of
the filing, recording or,dep651t hereof, if any, and of any
assignment hereof as shall be conferred by the laws of the
several jurisdictions 1n,wh1ch this Lease lor any assignment
hereof shall be filed, ecorded or dep051ted or in which
any Unit of Equipment shall be located, and any rights
arising out of the markiings on the Units of the Equipment.

§ 22. No Guarantee of CSA Indebtedness or
Residual Value. Nothin% in this Agreement is intended or

e

; |
|
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shall be construed to constitute a guarantee by the Lessee
of the CSA Indebtedness under the CSA or a guarantee of the
residual value of any Unit.

§ 23, Immunities; No Recourse., No recourse
shall be had in respect of any obligation due under this
Lease, or referred to herein, against any incorporator,
stockholder, director or officer, as such, past, present or
future, of the parties hereto, whether by virtue of any-
constltutlonal provision, statute or rule of law, or by
enforcement 'of any assessment or penalty or otherwise, all
such liability, whether at common law, in equity, by any
constitutional provision, statute or otherwise, of such
incorporators, stockholders, directors or officers, as
such, being forever released as a condition of and as
consideration for the execution of this Lease.

IN WITNESS WHEREOF, the parties hereto have
executed or caused this instrument to be executed as of the
date first above written.

GENERAL AMERICAN '
TRANSPORTATION CORPORATION
[Corporate Seall

....

Assistant Sécretary

SECURITY PACIFIC EQUIPMENT
LEASING, INC.,

[Corporate Seall by

Attest:

Assistant Secretary



VNP l;}
STATE OF NEW—¥9RK, )
) ss.
COUNTY OF NEW—¥6RK )

On this o _day of
personally appeared A—u»,l.‘n
known, who, being by me duly

January 1981 before me
<. Btrscarwe , to me personally
sworn, says that he is the

Txesgoesn_Of GENERAL AMERICAN TRANSPORTATION CORPORATION,

that one of the seals afflxed
is the corporate seal of|said
instrument was signed and sea
ration by authority of 1ts Bo
acknowledged that the executl
was the free act and deed of

[Notarial Seal]

to the fore901ng instrument
Corporatlon,lthat said

led on behalf of said Corpo-
ard of Dlrectprs, and he

on of the foregoing instrument
id C rporatlon.

|
{

~ !

Notary {EEiﬁc- I
I

|
Il

My Commission expires Ge?dgdga § 7S 7

STATE OF CALIFORNIA, )

COUNTY OF SAN FRANCISCO, 9

On this
personally appeared u
known, who, being by me duly
Authorized Officer of SECURIT
INC., that one of the seals a
instrument is the corporate S
that said instrument was'51gn
said Corporation by authority
and he acknowledged that| the

!

January 198# before me

¢ EO me personally
sworn, says that he is an
Y PACIFIC EQqIPMENT LEASING,
ffixed to the foregoing
eal of said Corporatlon and
Ed and sealed on behalf of
of its Board of Directors

execution of the foregoing

instrument was the free act and deed of said Corporation.

|

|
}
i

[Notarial Seal] i

My Commission expires

|
|
|

Notary Public

\@M; siin [~
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shall be construed to constitute a guarantee by the Lessee
of the CSA Indebtedness under the CSA or a guarantee of the
residual value of any Unit.

§ 23, Immunities; No Recourse. NoO recourse
shall be had in respect of any obligation due under this
Lease, or referred to herein, against any incorporator,
stockholder, director or officer, as such, past, present or
future, of the parties hereto, whether by virtue of any
constitutional provision, statute or rule of law, or by
enforcement of any assessment or penalty or otherwise, all
such liability, whether at common law, in equity, by any
constituticonal provision, statute or otherwise, of such
incorporators, stockholders, directors or officers, as
such, being forever released as a condition of and as
consideration for the execution of this Lease.

IN WITNESS WHEREOF, the parties hereto have
executed or caused this instrument to be executed as of the
date first above written.

GENERAL AMERICAN
‘ TRANSPORTATION CORPORATION,
[Corporate-Seal] )
by
Attest:

Assistant Secretary
SECURITY PACIFIC EQUIPMENT

LEASING, INC.,
(Corporate Seall by '

Attes;:

[

(4 . #
| dhs

\ ol - .
ﬁ%&~me.¢wﬁmxmﬁw,ﬁ .....



STATE OF NEW YORK, )
) ss.:
COUNTY OF NEW YORK,)

On this
personally appeared
known, who, being by me duly s

of GENERAL AMERICAN
that one of the seals affmxed
is the corporate seal of sald
instrument was signed and| seal

day of

January 1981 lbefore me
» to me personally
worn, says that he is the
TRANSPORTATION CORPORATION,
to the foregqlng instrument
Corporation, 'that said

ed on behalf jof said Corpo-

ration by authority of its Board of Dlrectors, and he

acknowledged that the executld

was the free act and deed} of s

n of the foregoing instrument
aid Corporation.
|

|

[Notarial Seal]

My Commission expires

STATE OF CALIFORNIA, )
)| SS.:
COUNTY OF SAN FRANCISCO,).
i

On this &% dag of

personally appeared,&%a€¢yz S99 n €22

Notarj Public

\
\
|

January 19811before me

, to me personally

known, who, being by me duly sﬁorn, says that he is an

Authorized Officer of SECURITY
INC., that one of the seals af
instrument is the corporate se
that said instrument was s1gne

PACIFIC EQUEPMENT LEASING,
fixed to the'fore901ng

al of said Corporation and
d and sealed on behalf of

said Corporation by authotlty of its Board 'of Directors

and he acknowledged that the e
» -ee act an
OFFICIAL SEAL ’

GAIL D. SMEDAL
Notary Public - California

xecution of the foregoing
d deed of saﬁd Corporation.

l::;24>/£l7\ltm>4;04;

City and County of
g SAN FRANCISCO
My Commuss:on Expues Aprd 21, 1981

My Commission expires VAL/Q/

//ﬁ’ Notary Public

—r




SCHEDULE A
AAR Builder's Lessee's Road
Mechanical Specifi- Numbers (Both
Type Designation cations Quantity Inclusive)
50% DOT 111A 15,750 1 GATX 300765
Caustic Scoda 100w-1 gal.
Molten DOT 111A 13,250 33 GATX 300772, 300779,
Sulfur 100w-1 300781, 300784,
300801, 300804,
300805, 300806,
300881 to 300905
Molten DOT 111A 13,250 25 GATX 300921 to 300945
Sul fur 100w-1
Gas./Gen. DOT 111A 29,200 35 GATX 300946 to 300980
Ser. 100w-1
Molten DOT 111A 13,250 33 GATX 300981 to 301013
Sulfur 100w-1 '
Hydrochloric DOT 111A 20,000 16 GATX 301035 to 301050
Acid 100w=5
Propylene DOT 111A 29,200 25 GATX 301051 to 301075
Oxide 100w-1
Clay DOT 111A 13,650 11 GATX 301078 to 301088
Slurry 100w-1 -
179
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SCHEDULE B TO LEASE
Casualty and Termination Value Pércentage
Table i1 :
|
Rental Casualty Termination
Payment Date Value| Percentage Value Percentage
, | ,
July 8, 1981 110.12974
(Interim Rental
Payment Date)
January 8, 1982 110.12974 ,
July 8, 1982 109.08466 ‘
January 8, 1983 113.73993 |
July 8, 1983 112.662]13 |
January 8, 1984 116.33236
July 8, 1984 115.20282 |
January 8, 1985 111.28462 |
July 8, 1985 - 110.07875 1
January 8, 1986 111.97753 j
July 8, 1986 110.67363 1
January 8, 1987 105.11260 !
July 8, 1987 103.69354 '
January 8, 1988 104.08732 | 104.08732
July 8, 1988 102.54145 | 102.54145
January 8, 1989 95.62420 : 95.62420
July 8, 1989 93.946/34 | 93.94634
January 8, 1990 93.14570 1 93.14570
July 8, 1990 91.33837 91.33837
January 8, 1991 90.07555 . 90.07555
July 8, 1991 88.15209 | 88.15209
January 8, 1992 86.53069 | 86.53069
July 8, 1992 84.50652 . 84.50652
January 8, 1993 82.61396 | 82.61396
July 8, 1993 80.486/66 ! 80.48666
January 8, 1994 78.40381 t 78.40381
July 8, 1994 76.14290 1 76.14290
January 8, 1995 73.894/48 | 73.89448
July 8, 1995 71.48391 71.48391
January 8, 1996 6?.06133 69.06133
July 8, 1996 66.48680 66.48680
January 8, 1997 63.884/40 63.88440
July 8, 1997 61.13365 : 61.13365
January 8, 1998 58.34207 g 58.34207
July 8, 1998 55.40208 ! 55.40208
January 8, 1999 52.492[73 | 52.49273
July 8, 1999 49,54041 | 49.54041
i !
L-44 |
!
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Rental Casualty Termination
Payment Date Value Percentage Value Percentage
January 8, 2000 46.64438 46.64438
July 8, 2000 43.74103 43.74103
January 8, 2001 40.92152 40.92152
July 8, 2001 38.13904 38.13904
January 8, 2002 35.47720 35.47720
July 8, 2002 32.60232 32.60232
January 8, 2003 29.56109 29.56109
July 8, 2003 26.29890 26.29890
In the event of a first extended rental period:

January 8, 2004 25.35718 25.35718

July 8, 2004 24,41584 24.41584.

January 8, 2005 23.42128 23.42128

July 8, 2005 22,35186 22.35186

January 8, 2006 21.21449 21.21449

July 8, 2006 20,00000 20.00000
Table 2

The percentages set fofth in Table 1 of this

Schedule B have been computed to take into account recap-
ture of the Investment Tax Credit (as defined in § 17
relating to certain tax indemnities) as applicable. If a
Unit shall suffer a Casualty Occurrence after the third,
fifth or seventh anniversary of the date of delivery and
acceptance of such Unit and before the next succeeding
rental payment date and the Lessor shall not be required

to recapture all or a portion of the Investment Tax Credit
by virtue of such Casualty Occurrence, the amount determined
from Schedule I shall be reduced by the applicable percentage
of the Purchase Price set forth below:

Anniversary of
Delivery and Acceptance

Percentage of
Purchase Price

Third 6.806
Fifth 6.806
Seventh 6.806



